LEGISLATIVE FISCAL ESTIMATE
SENATE COMMITTEE SUBSTITUTE FOR

SENATE CONCURRENT RESOLUTION No. 84

Synopsis.

Type of Impact:

STATE OF NEW JERSEY

216th LEGISLATURE

DATED: AUGUST 11, 2014

SUMMARY

Amends Constitution to dedicate four percent of Corporation Business
Tax (CBT) revenues to open space, farmland, and historic
preservation, water programs, public and private site remediation, and
underground storage tank programs, ends current dedication of four
percent of CBT revenues for various environmental programs, and
increases dedication to six percent of CBT revenues in 2019; and
dedicates revenue from leases and conveyances of State-owned open
space for open space, farmland, and historic preservation.

Rededication of CBT revenue for environmental purposes within the
State General Fund; increased tax revenue dedication for
environmental purposes.

Agencies Affected: Department of Environmental Protection and Department of the
Treasury.
Office of L egidative Services Estimate*
Fiscal |mpact Current Provisions  EY 2016-19 (4%) FEY 2020 et seq (6%)

Water Resources

Hazar dous Substance Dischar ge
Remediation (Brownfields),

Private Underground Storage
Tank Remediation

Hazar dous Substance Dischar ge
Cleanups (Publicly Funded
Cleanups)

Diesdl Risk Mitigation
Recreational Land
Development and Conservation

Open Space, Farmland, and
Historic Preservation

Total

$15,000,000 $5,000,000 $7,500,000
$25,000,000 $10,000,000 $10,500,000
$9,000,000 $7,500,000

$28,00,000 $5,000,000 $7,500,000
$0 $0 $0
$32,000,000 $0 $0
$0 $71,000,000 $117,000,000
$100,000,000 $100,000,000 $150,000,000

* Assuming annual CBT revenue of $2,500,000,000.
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e The Office of Legisative Services (OLS) concludes that the most significant impact of this
proposed constitutional amendment is to increase by 50% the amount dedicated to the several
environmental purposes beginning in FY 2020, when the percentage of the Corporation
Business Tax (CBT) dedication increases from 4% to 6%.

e The OLS notes that the proposed constitutional amendment also dedicates any revenue
derived annually from leases and certain other uses of State-owned preserved open space to
funding open space, farmland, and historic preservation.

e The OLS aso notes that the amendment alters the distribution of dedicated funds among the
several environmental purposes beginning in FY 2016, as illustrated above and described
below.

BILL DESCRIPTION

Senate Committee Substitute for Senate Concurrent Resolution No. 84 of 2014 proposes a
congtitutional amendment to change the amounts allocated to the various environmenta
programs funded by the existing dedication of 4% of the revenue annually collected from the
CBT, and add a new alocation category, beginning on July 1, 2015. It would also raise the
amount of the dedication from 4% to 6%, beginning on July 1, 2019. The revenues to be
congtitutionally dedicated by the committee substitute would be used: (1) to preserve and
steward open space (Green Acres), farmland, historic sites, and flood-prone areas (Blue Acres);
(2) for water resources programs and projects; (3) for polluted site cleanups; and (4) for
underground tank removal and cleanup. Moneys dedicated by the proposed constitutional
amendment to preserving open space or flood-prone areas may also be used for the development
of those lands for recreation and conservation purposes. The committee substitute would
prohibit use of any of the moneys dedicated by the proposed constitutional amendment for the
purpose of paying the principal or interest on any general obligation bonds issued by the State
prior or subsequent to adoption of the proposed constitutiona amendment. Therefore, this
proposed constitutional dedication of stable funding for various environmental purposes would
be strictly a“pay as you go” program.

The committee substitute also proposes to amend the State Constitution to require that all
moneys received by the State from leases and certain other uses of State-owned preserved open
space be used only to preserve and steward open space (Green Acres), farmland, historic sites,
and flood-prone areas (Blue Acres).

Current Constitutional Dedication

The current constitutional dedication of 4% of the CBT revenue helps pay for water
resources programs and projects, polluted site cleanups, underground tank removal and cleanup,
air pollution equipment for diesel engines, and improvements to parks. Specifically, the
Constitution now allocates the moneys from the dedication as follows:

(1) 15% for water resources programs and projects,

(2) 25% for hazardous substance discharge remediation programs (“brownfields,” for
example), unless the previously dedicated underground storage tank fund balances fall below
$20 million in a fisca year, then 55% of the 25% allocation must be appropriated for
underground storage tank programs the following year;
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(3) 28% for hazardous substance discharge cleanup performed by the State (“publicly
funded cleanups’);

(4) 17%for diesal air pollution control programs until December 31, 2015; and

(5) 15% for financing improvements and facilities for recreation and conservation purposes
on parks and other preserved open space lands.

Further, under the current constitutional dedication, on January 1, 2016 the 17% allocation
for diesel air pollution control programs (#4 above) expires and the moneys are reallocated to
supplement the 15% dedication for financing improvements and facilities for recreation and
conservation purposes on parks and other preserved open space lands, thereby increasing the
dedication allocation for that purpose to a total of 32%. Also, under the current constitutional
dedication, commencing January 1, 2022, the 25% allocation for hazardous substance discharge
remediation programs and underground storage tank programs is continued but there are no
longer any conditions or sub-allocations with respect to how the moneys are split between the
two programs. Lastly, under the current constitutional dedication, up to 9% of the total amount
dedicated may be used to pay for administrative costs of the State's hazardous substance
discharge program (#3 above).

In FY 2014, the adjusted appropriation from the constitutional dedication of 4% of the CBT
revenue provided a total amount of $103.1 million to fund the various environmental programs
listed in the State Constitution to receive an alocation, as described above.

Proposed Constitutional Dedication FY 2016 through FY 2019

Specifically, for the period from FY 2016 through FY 2019, the committee substitute
proposes to amend the State Constitution to continue to dedicate annually 4% of the CBT
revenue for certain environmenta programs, but to allocate the dedicated moneys as follows:

(1) 5% for water resources programs and proj ects,

(2) 10% for hazardous substance discharge remediation programs (*“brownfields,” for
example);

(3 9% for underground storage tank programs;

(4) 5% for hazardous substance discharge cleanup performed by the State (“ publicly funded
cleanups’); and

(5 71% for the preservation and stewardship of open space (Green Acres), farmland,
historic sites, and flood-prone areas (Blue Acres).

The proposed constitutional amendment also would no longer dedicate any funding to pay
for administrative costs associated with the State's hazardous substance discharge cleanup
program.

Proposed Constitutional Dedication FY 2020 and T her eafter

Specifically, for the period commencing FY 2020 and thereafter, the committee substitute
proposes to amend the State Constitution to raise the annual dedication of the CBT revenue for
certain environmental programs from 4% to 6%, and to alocate the dedicated moneys as
follows:

(1) 5% for water resources programs and projects;

(2) 7% for hazardous substance discharge remediation programs (“brownfields,” for
example);

(3) 5% for underground storage tank programs,

(4) 5% for hazardous substance discharge cleanup performed by the State (“publicly funded
cleanups’); and
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(5) 78% for the preservation and stewardship of open space (Green Acres), farmland, historic
sites, and flood-prone areas (Blue Acres).

FISCAL ANALYSIS
EXECUTIVE BRANCH
None received.
OFFICE OF LEGISLATIVE SERVICES

The OLS concludes that the most significant impact of this proposed constitutional
amendment is to increase by 50% the amount dedicated to the several environmental purposes
beginning in FY 2020, when the percentage of the CBT dedication increases from 4% to 6%.
Assuming an annua revenue yield from the CBT of $2.5 hillion for FY 2016 and each
subsequent year, appropriations for the several environmental purposes will increase by $50
million above the levels currently required by the State Constitution. Revenue from the CBT
will undoubtedly vary from year to year from the assumed amounts illustrated in the table
included in this fiscal estimate, so the actual change in the dedicated amounts will fluctuate
proportionally.

The OLS notes that the proposed constitutional amendment also dedicates any revenue
derived annually from leases and certain other uses of State-owned preserved open space to
funding open space, farmland, and historic preservation. No estimate of the revenue that would
become dedicated by this provision is feasible, since those amounts are subject to fluctuation
annually based on conditions that cannot readily be foreseen.

The OLS also notes that the proposed constitutional amendment alters the distribution of
dedicated funds among the several environmental purposes beginning in FY 2016. Assuming
annual CBT revenue of $2.5 billion, annual funding for open space, farmland, and historic
preservation will increase in FY 2016-2019 from $32 million to $71 million, and thereafter to
$117 million. Annua funding will decline for the other four authorized uses, by an aggregate
annual amount of $39 million for FY 2016-2019, and by an aggregate annual amount of $35
million in FY 2020 and each year thereafter. Therefore, since the funding for these other
environmental purposes would be reduced, less funding from dedicated CBT revenues may be
available to pay the administrative costs for those programs.

Section: Environment, Agriculture, Energy and Natural Resources

Analyst: Joseph A. Hroncich
Senior Fiscal Analyst

Approved: David J. Rosen
Legidlative Budget and Finance Officer

Thisfiscal estimate has been prepared pursuant to P.L.1980, ¢.67 (C.52:13B-6 et seq.).



